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COMMODITY FUTURES TRADING COMMISSION
A request for comments on rules set forth by the CFTC in Joint Audit Plans
has recently been announced by the Commission (see the 7/17/84 Fed. Reg.,
pp. 28906-07). Each self-regulatory organization must adopt rules pre
scribing minimum financial and related reporting requirements for member
futures commission merchants, as well as conduct audits of the member FCMs
for compliance with such rules. Each self-regulatory organization must
also establish procedures for and conduct sales practice audits of member
FCMs which engage in the offer and sale of exchange traded options under
the Commission's pilot program. Contents are sought by 8/16/84. For
additional information contact Paul B j a m a s o n at 202/254-8955.

FEDERAL DEPOSIT INSURANCE CORPORATION
Capital maintenance is the subject of a proposed rule recently issued by the
Federal Deposit Insurance Corporation (see the 7/20/84 Fed. R e g ., pp. 29399404). This proposal defines capital; establishes minimum standards for
adequate capital; establishes standards to determine when an insured bank
is operating in an unsafe and unsound condition b y reason of the amount
of its capital; and, establishes procedures for issuing a Directive to re
quire an insured state member bank to achieve and maintain minimum capital.
In general, under the proposed regulation, the minimum acceptable ratio
of total assets for well-managed banks of all sizes which exhibit no
material financial weaknesses would be established at 6 percent. A minimum
"primary’' capital ratio of 5.5 percent of adjusted total assets would be
established with "secondary" capital being permissable as a means of providing
the balance of the total capital requirement. Comments must be received by
9/18/84. For additional information contact Peter Kravitz at 202/389-4171.

GENERAL ACCOUNTING OFFICE
Repeal of statutory requirements that federal banking regulators annually
examine Edge Act corporations and federally licensed branches and agencies
of foreign banks has been recommended by the GAO. According to a report
released 7/11/84, "Statutory Requirements for Examining International
Banking Institutions Need Attention," elimination of the statutory require
ment would allow the agencies to redirect scarce examination resources to
the growing number of domestic banks in poor financial shape. Edge Act
corporations are federally chartered institutions set up by domestic banking
institutions to offer international banking services to domestic and foreign
customers and are regulated and examined by the FRB. The annual examination
requirement for Edge Act corporations was imposed in 1918, a time when U.S.
banks had little experience with international finance. The GAO recommended
that the statutory requirement be repealed and the regulators be given
flexibility in scheduling examinations of these institutions. GAO and
the bank regulators believe that examination frequencies should be based
on factors such as the size, management and financial condition of the
institution rather than on a specific periodic rate. The regulators already
have the flexibility in scheduling examination of domestic banks, and generally
only send examinators every year to institutions that are in poor financial
health. GAO noted that these international institutions are generally in
good financial shape and do not require the level of scrutiny that the
statutes require. According to FRB officials, only one of the 107 Edge Act
corporations examined in 1982 was rated any lower than a "2" on the agencies'
1-5 rating scale in which 1 represents the best rating. Copies of the report
may be obtained by contacting the GAO at 202/275-6241 and requesting document
GGD-84-39.

LABOR, DEPARTMENT OF
Average white collar salaries increased at the lowest rate in more than
10 years, according to an annual white collar survey released by the
Bureau of Labor Statistics, U.S. Department of Labor (DOL), on 7/10/84.
The survey covered 25 professional, administrative, technical, and cleri
cal occupations in medium and large firms. Salary levels, according to
DOL, rose between 3 and 6 percent for most of the occupations covered,
compared over 3/83-4/83. Average salaries of accountants ranged from
$19,843 to $55,618. The range for the four levels of auditors surveyed
was $19,671 to $37,378. Chief accountants, surveyed separately from
accountants, were classified on the scope of their authority and the com
plexity of the accounting program. The range of these salaries was $35,199
to $69,838.

SMALL BUSINESS ADMINISTRATION
Legislation signed by President Reagan will make investment in small firms
more attractive to investors, according to SBA Administrator James C.
Sanders. The legislation, S. 2375, was signed into Public Law 98-352 by
the President on 7/10/84, and will improve the operation of the secondary
market for loans guaranteed b y the SBA. Under this Act, a group of loans
can be pooled and individuals and institutions can purchase guaranteed
certificates which provide an interest in a pool of loans.
"Shall firms
will now have access to an increased supply of capital with the signing
of this legislation," Sanders said.
"Large institutional investors can
buy the pooled loans from banks and other lenders, thus recycling these
funds back to the banks, who can then make additional loans to other
small businesses." For additional information contact Anita Irick at 202
653-6872.
TREASURY, DEPARTMEMT OF
Return preparers will not be required to verify that taxpayers are keeping
adequate contemporaneous records supporting all business use deductions
allowed under Section 274 of the Internal Revenue Code, as a result of the
President signing the 1984 tax act, H.R. 4170, into law on 7/18/84. H.R. 4170,
as originally amended by the Senate, would have contained significant veri
fication requirements for return preparers (see the 6/4/84 Wash. R p t .).
These provisions were vigorously opposed by the AICPA, resulting in the
eventual involvement of numerous State CPA Societies, the Federal Key Person
Program, and hundreds of CPAs. House and Senate conferees agreed to delete
the new verification requirement from the bill on 6/18/84. Public Law 98-369
retains the requirement for the taxpayer to retain contemporaneous records,
and requires the return preparer to "properly advise the taxpayer of record
keeping rules." The new law also requires that the taxpayer certify in
writing the existence of adequate records.
Penalty for false information with respect to withholding is the subject of a
final IRS regulation, specifically with respect to the withholding of
income tax at source on wages (see the 7/16/84 Fed. R e g ., p. 28706). The,
adopted change reads, in part: (a) Civil penalty. If any individual makes
a statement under section 3402 (relating to income tax collected at source)
which results in a lesser amount of income tax actually deducted and with
held than is properly allowable under section 3402, and, at the time the
statement was made, there was not reasonable basis for the statement, the
individual shall pay a penalty of $500 for the statement. These final
regulations are effective on 8/15/84. For additional information contact
Mitchell Rapaport at 202/566-3590.

SPECIAL:

-3HOUSE PANEL TO CONSIDER SIMPLIFICATION OF G-S TRANSFER TAX

A public hearing to review proposals to "simplify" the generation-skipping
transfer tax imposed by Chapter 13 of the Internal Revenue Code will be
held on 9/13/84, according to a recent House Ways and Means Committee
release. Chapter 13 of the IRC was enacted in the Tax Reform Act of 1976
along with other major revisions of the federal estate and gift tax system.
Under present law, according to the Committee, a tax is imposed on genera
tion-skipping transfers under a trust or similar arrangement upon the
distribution of the trust assets to a generation-skipping heir (for example,
a distribution to a great-grandchild of the grantor of the trust where his
or her parents also have been beneficiaries in the trust) or upon termina
tion of an intervening interest in the trust. On 4/29/83, the Treasury
submitted a proposal for a new generation-skipping transfer tax which would
completely exclude from the tax $1 million per transferor ($2 million for
a married couple) and would subject generation-skipping transfers above
this amount to tax at a flat rate (80% of the highest estate tax rate). The
Treasury proposal would also extend the tax to direct generation-skipping
transfers (to the extent they exceed the exempt amount). The hearing, to
be held at 10 a.m. in Room 1100, Longworth House Office Building, will
focus on the Treasury proposal. Individuals and organizations wishing to
present oral testimony must contact John J. Salmon, Chief Counsel, Committee
on Ways and Means, 1102 Longworth House Office Building, Washington, D.C.
20515, before 9/5/84.
SPECIAL:

IMPUTED INTEREST RATES SUBJECT TO PUBLIC HEARINGS

New rules for imputing interest rates for tax purposes covering sales of pro
perty involving deferred payments and below-market seller financed loans,
contained in the 1984 tax act, Public Law 98-369, will be the subject of
a public hearing in Washington, D.C., on 8/3/84. The hearing, to be con
ducted by the Senate Finance Committee's Taxation and Debt Management
Subcommittee, will be held in Room SD-215, Dirksen Senate Office Building,
beginning at 10 a.m. Those wishing to testify at the hearing must submit
written requests no later than 7/30/84, to Roderick DeArment, Chief Counsel,
Committee on Finance, Room SD 219, Dirksen Senate Office Building, Washington,
D.C. 20510. For additional information contact the Senate Finance Committee
at 202/224-4515.

For additional information, please contact Stephanie McCarthy, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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